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On Aug. 25, Prime Minister Erskine Sandiford announced that 5% of the net salary of 17,000 public
employees would be converted into mandatory 10-year bonds as part of the government's attempt
to reduce a $250 million public sector wage bill by $13 million. The bonds will be interest-free
for the first five years. Over 35% of the nation's labor force of about 100,000 is employed by the
public sector. Opposition unions are opposed to the move, and unions linked to the ruling party
reportedly support it. Overall spending cuts are predicted at 10% of a $500 million budget. The
estimated 1991/92 fiscal deficit of $163.9 million is equivalent to 6% of GDP. In the 1990/91 fiscal
year, the deficit totaled $124.45 million, up $91.25 million over the previous year. Deficit reduction
is a principal element in an International Monetary Fund (IMF) stand-by agreement. Sandiford's
government also seeks financing from the IMF contingency and compensatory financing facility
(CCFF). The island nation's foreign debt increased from $25.1 million in 1976 to $539.85 million
in 1991. Debt service rose from $42.7 million per year in 1983 to $151.5 million by year- end 1990.
Sandiford said foreign reserves have been used for debt service, and Barbados now faces a reserve
deficit. After seven years of positive growth in the 1980s, GDP declined 3.5% last year, largely the
result of negative performance in the tourism, construction and manufacturing industries. (Basic
data from Inter Press Service, 08/26/91)
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